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YORK CENTRE CORPORATION 


Suite 3560 Commerce Court West 
Toronto e Ontario e¢ Canada 


REPORT TO SHAREHOLDERS: November 3, 1978 


This first report under our new York Centre name is for the six-month period ending June 30, 1978. Our 
name change and the June 30th fiscal year end were approved at the Company’s last Annual Meeting. 


In the last six months, York Centre’s earnings were $85,131 (7¢ per share). The Company’s published 
unaudited six-month earnings for the same period last year were $11,387 or less than one cent per share. 


Breakup value per share now stands at $1.82 compared to $1.58 on June 30, 1977. This twelve-month 
increase in the breakup value of our shares reflects current earnings of the Company and the retroactive 
adjustment of the accounts of prior years which has resulted in an increase to the balance of retained 
earnings. This is more fully described in Note 10 to the Company’s financial statements. 


York Centre’s financial statements do not reflect income from Dataline Systems Limited, acompany in 
which our four-sevenths subsidiary, Selkirk Securities Limited holds a 31% interest. Dataline has 
reported net income of $268,000 for the six months ended June 30, 1978. Selkirk’s 31% interest in these 
earnings would be $83,080. 


The Company’s three main divisions: Cardiff real estate, Comtech data processing, and Sisman’s shoe 


manufacturing, continue to s_with profitable-activities. 


We anticipate continued improvement in our financial position for the twelve months ending June 30, 
1979. Management continues to seek further opportunities in new and related fields. 


Perhaps the best news in this report for our Class A shareholders is the payment of a Ten Cents tax paid 
dividend. 


The retained earnings reflected in the Company’s financial statements include a $131,186 Tax Paid 
Undistributed Surplus (from 1971) which is available for payout to shareholders as tax deferred 
dividends prior to December 31, 1978. 


Accordingly, the board of directors declared a Special Dividend of Ten Cents per share in favour of 
Class A shareholders, payable on December 15, 1978 to Class A shareholders of record at the close of 
business on November 15, 1978. This dividend is itself tax free in a shareholder’s hands and should not 
be reported in 1978 income. 


The dividend is described as “tax deferred” because it reduces, by the amount of the.dividend received by 
a shareholder, the adjusted cost base of that shareholder’s Class A shares. This increases the potential for 
a taxable capital gain (or conversely a diminution of a capital loss) on eventual disposition of such 
shares. The Canadian tax implications thus generally described apply also to the non-resident 
shareholders. 


While it is not required by the Company, shareholders who wish to exchange their BIF share certificates 
for certificates bearing the new company name, may do so by sending them with a letter requesting the 
change, to our transfer agents: 

Stock Transfer Department 

The Metropolitan Trust Company 

353 Bay Street 

Toronto, Ontario MSH 2T8 


We hope you will be able to attend the shareholders’ meeting on November 27th. If you are not able to be 
with us, please favour us with your proxy so that your views will be represented at the meeting. 


Thank you for your continued support and on your behalf, we thank all of our direct and indirect 
personnel who have contributed to the growth of the Company. 


THE BOARD OF DIRECTORS 


eat. 


. 


LIPTON, WISEMAN, GREENSPOON & ALTBAUM Harold F. Lipton, ca, cmc. 


Chartered Accountants John M. Wiseman, ca. 
Ira E. Greenspoon, ca 


Stephen N. Altbaum, B.A,cA 


AUDITORS* REPORT 


To the Shareholders of 
York Centre Corporation 


We have examined the consolidated balance sheet of York Centre Corporation 
as at June 30, 1978 and the consolidated statements of income, retained earnings 
and changes in financial position for the six months then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at June 30, 1978 and the results of their 
operations and the changes in their financial position for the period then ended, 
in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


The comparative figures as at December 31, 1977 and for the year then ended 
are based upon financial statements which were reported on by other auditors. 


TORONTO, ONTARIO LIPTON, WISEMAN, GREENSPOON & ALTBAUM 
October 5, 1978 Chartered Accountants. 


SUITE 202, 1210 SHEPPARD AVENUE EAST, WILLOWDALE, ONTARIO, M2K 255 496-2900 


YORK CENTR 


CONSOLIDATED BALANC 


ASSeS Sb 
June 30, December 31, 
1978 1977 
(as restated) 
(note 10) 
REAL ESTATE 
Land held for and under development (note 2) $1,102,482 $1,065,883 
Revenue-producing properties (note 3) Zor Lyle 2, 965 5307 
3,474,294 4,035,270 
CASH AND SHORT-TERM DEPOSITS - 46,818 
ACCOUNTS RECEIVABLE 422,698 853,055 
CONSTRUCTION IN PROGRESS 18,548 401 
MARKETABLE SECURITIES - at cost (market value - 
S728 (4865 1977 =" S392.067) 4072653 205,706 
INVESTMENT IN AND ADVANCES TO OTHER COMPANTES 
(note 4) 1824, 336 7105344 
OTHER ASSETS (note 5) 165,895 132,987 
fF 
ON BEHALF OF THE BOARD 
Director 
® 2 yy an 
Director 
$6,613,426 $5,980,578 


See accompanying notes and summary of significant accounting policies. | 


CORPORATION 
i 
SHEET - JUNE 30, 1978 


¥ IODA ECP te 


be June 30, 


t 1978 
BANK INDEBTEDNESS (note 6) a Lt 29 
ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 293,769 
ADVANCES FROM AFFILIATED COMPANY we 
INCOME TAXES PAYABLE 6,202 
MORTGAGES PAYABLE (note 7) 1,698,895 
7 3/4% PROMISSORY NOTES = 
NOTES PAYABLE (note 8) 554,000 
DEFERRED INCOME TAXES 409,251 


MINORITY INTEREST IN SUBSIDIARY COMPANY 


293,787 


4,271,126 


So AR En 8 OLDE RS ESO A EE 
CAPITAL STOCK 


Authorized - 

1,813,179 participating Class "A' shares 
without par value, with one 
vote per share 

150,000 common shares without par value, 
with ten votes per share 


Issued (note 9) - 


1,157,387 Class "A" shares 1,404,312 
130,575 common shares 1565370 
1,560,682 

CONTRIBUTED SURPLUS ARISING FROM GAIN ON 
PURCHASE OF SHARES 87,522 
RETAINED EARNINGS 694,096 
2,342,300 


$6,613,426 


December 31, 


19 
(as restated) 


(note 10) 
$ 588,338 


564,223 
9,056 
82,630 
2,025,632 


80,000 


373,530 


3,723,409 


1,404, 312 


156,370 


1,560,682 


87,522 
_ 608, 965 
2.257 168 


$5,980,578 


YORK CENTRE CORPORATION 
CONSOLIDATED STATEMENT OF INCOME 


SIX MONTHS ENDED JUNE 30, 1978 Twelve 
Six months ended 
months ended December 31, 
June 30,1978 1977 
as re-stated 
(Note 10) 
Rental operations: 
Income $165,973 S$. 334528 
Expenses: 
Mortgage interest ay 1765782 
Property operating expenses 25951 38335 
Depreciation 16,795 30,695 
127,499 245.5792 
38,474 88,347 


Construction cperations: 
Revenue 726,770 1,836,206 


Costs and expenses 680,010 1, 61LE53G3 
46,760 224 ,403 

Real estate sales: 
Sales ~ 420,000 
Cost of sales - 353,294 


66,706 


Other income - 15,699 13,905 

100 ,933 392,959 
Operating expenses 74 433 164,749 
Net operating income before income taxes 26,;900 2205220 


Provision for income taxes: 


Current 5,002 79,024 
Deferred ER ESE! 2 Pad 0Ge, 
40,723 120,024 
Income (loss) before the undernoted items (14,223) 108,186 
Equity in earnings of other companies (Note 12) O09 S529 47,997 
85,306 156,183 
Minority interest in earnings (loss) of subsidiary 
company (3,139) (369) 
Income before extraordinary item ee 156,592) 
Extraordinary item: 


e014 
Net income SiO Dyk Sh Sn eh56it5 52 


Loss on disposal of revenue-producing properties 


Earnings per share: 


Income before extraordinary item Sines Sores 
Net income for the year . Seas © 
Net income for the six months $..07 


See accompanying notes and summary of significant accounting policies. 


YORK CENTRE CORPORATION 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


SIX MONTHS ENDED JUNE 30, 1978 


Twelve 
Six months ended 
months ended December 31, 
June 30,1978 LO77 
as re-stated 
(Note 10) 
: Balance — beginning of period as previously 
. reported $564 ,958 $410,539 
. Adjustment of cash surrender value of life 
insurance policy 135.6601 134374 
Adjustment of income taxes 14,326 9,200 
Adjustment of prior years deferred income taxes 31,413 345713 
Less: restatement of prior years income (157613) (15 ,413) 
As restated . 608,965 452-9443 
Net income 85,131 156.002 


Balance - end of period $694 ,096 $608 ,965 


See accompanying notes and summary of significant accounting policies. 


YORK CENTI 
CONSOLIDATED STATEMENT ¢ 


SIX MONTHS END! 


Six months Twelve months 


Dividends treated as a reduction of investment 
in other companies 


52,480 


$1,295,921 


See accompanying notes and summary of significant accounting policies. 


ended ended 
June 30, December 31, 
1978 197% 
SOURCE OF CASH AND SHORT-TERM DEPOSITS 
Net earnings for the year before extraordinary item So VSS .tE SL $ 154,419 
Items not affecting cash and short-term deposits - 
Depreciation LS 19 wo ge bo 
Deferred income taxes Soy yas 37,700 
Minority interest in earnings (loss) of a 
subsidiary company = €3, 139) - 
Income from effectively controlled companies (Ge See ee) (47,997) 
Gain on sale of marketable securities ° (3,003) 
Cash flow from operations E259 174,876 
Extraordinary item - loss on sale of revenue 
producing properties 3,314 - 
Decrease in construction in progress - Be 
Bank loans and overdrafts HSGe23 138,338 
Decrease in cash and short-term deposits 46,818 - 
Decrease in accounts receivable B30 Sah = 
Recovery of investment cost on sale of land 
held for development = 1035200 
Proceeds from sale of revenue producing properties 573,466 - 
Recovery of investment cost on sale of building 
under construction ~ 290,097 
Transfer of land held for development to 
revenue-producing property - 85,663 
Recovery of advances from effectively controlled company - 68,000 
Net increase in accounts payable, accrued liabilities ‘ 
and income taxes payable - 39To2I9 
Net decrease in other assets = 7350823 
Transfer of investment in effectively controlled 
company to marketable securities - 185,196 
Proceeds on sale of marketable securities = ire Bele 


a, 7,280 


$1,487,495 


CORPORATION 
SHANGES IN FINANCIAL POSITION 
JUNE 30, 1978 


Six months Twelve months 
oe ended ended 
June .30, December 31, 
1978 1977 


USE OF CASH AND SHORT-TERM DEPOSITS 


Purchase of shares in subsidiary company comprised of: 


Investment in other companies $1,085,488 S = 
Marketable securities 483.244 rE 


15568732 


Less: bank indebtedness 238,653 - 
: long-term debt 554,000 ~ 
: minority interest 296: 926 a 
equity in company as previously recorded 379,148 - 
1,468,727 + 
100,005 - 
Increase in construction in progress 18,147 > 
Purchase of Class "A" shares - 34,040 
Buildings under construction = 3L.593 
/ Increase in cash and short-term deposits - 25,919 
Increase in accounts receivable - Pea bse 
Repayment of mortgage principal 320.757 124,395 
Repayment of promissory notes 80,000 80,000 
Investment in land held for development mae ein bets, 87,408 
Acquisition and construction of revenue 
producing properties = 2, 321 
Purchase of marketable securities 132763 1,028 
Net decrease in accounts payable, accrued 
liabilities and income taxes payable 346,882 - 
Net increase in other assets 10,665 : 
Investment in and advances to other companies 333,416 102,000 
Purchase of fixed assets 24,767 - 
Transfer of land held for development to 
revenue-producing property : 85, 663 
Transfer of investment in effectively controlled 
company to marketable securities SREY facies be = 185.2196 


SOE va $1,487,495 


YORK CENTRE CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


SIX MONTHS ENDED JUNE 30, 1978 


1. Acquisition of subsidiary company: 


During the period, the company acquired, for cash consideration of $100,005., 
100,005 shares of Selkirk Securities Limited, bringing the company's total 
holdings to 400,005 shares being 57% of Selkirk's outstanding shares. 


This acquisition has been accounted for on a purchase basis. The results 
of operations of Selkirk for the period from January 26, 1978 (date of 
purchase) to June 30, 1978 have been consolidated in these financial 
statements. 


Summarized financial information of Selkirk at the date of acquisition 
of the above shares is as follows: 


Marketable securities 52 483.204 


Investment in other companies L097 e510 


1,580,755 


Bank indebtedness 241,567 
Accrued liabilities 952655 
Demand note payable 54,000 


Long-term debt 5825579 


887,410 


Net identifiable assets $ 693,345 
Minority interest in net assets S-296.926 


Prior to January 26, 1978 the company owned 50% of Selkirk and accounted 
for its investment using the equity method. 


2. Land held for and under development: 


Land held for and under development is recorded at the lower of cost and 
net realizable value. 


1978 i977 

Land - at cost plus carrying charges 
capitalized in prior years SE ,065:, 88Stm. Sb 5165-286 
Carrying costs for the period 36,599 89 475 


102,482 he eG 5 om 
Less: Cost plus carrying charges 


applicable to land sold ~ 103,275 
Transferred to revenue—producing 
property = 85,663 


$1,102,482 $1,065,883 


Keb 


~— 


see De oy ae e = 3 


3. Revenue-producing properties: 


Revenue-producing properties at cost: 


Land 
Buildings 


Accumulated depreciation 


4. Investment in and advances to other companies: 


Equity in companies over which 
significant influence is exercised 

Debenture (non-interest bearing until 
March 25, 1982 at which time interest 
is payable at 8%) 

Advances 


5; Other assets: 


Cash surrender value —- life insurance 

10% notes receivable, due 1984 

Automobiles, equipment and leasehold 
improvements - at cost, less 
accumulated depreciation 

Prepaid and deferred expenses 

Advance to shareholder 

Non-interest bearing demand loan to The 
President's Fund Management Limited 


6. Bank indebtedness: 


bee Pie, 
$359 233 


gL Dd IIH 


Papen APN 0 


140,475 
S255 7b 7812 


—— 


1978 


515423128 


91,800 


309,410 
$1,824,338 


L978 


S +Sby 24 
57,020 


eh to ae, 
365912 
13,244 


5,760 
oo me BS fe iy 


EOP? 


$ 562,889 
2,559,442 


S17 ase 


156,944 
$2,965,387 


rors 
$5354 963 


91,800 
82,578 
$ 710,341 


EOF? 
$ 13,681 
535902 


iis Fase 
30, 808 
13,244 


352007 


$--432987 


Included in bank indebtedness are bank loans of $892,000. which are secured 


by a general assignment of book debts, the pledging of the marketable securities 
and certain shares of investments in other companies. 
ness of a subsidiary is secured by a demand debenture in the amount of $2,000,000 
which provides for a floating charge over all assets of that company as well as 

a second fixed charge over two of the company's revenue producing properties 


having an aggregate net book value of $806,366. 


In addition, the indebted- 


Fe 


8. 


Mortgages payable: 


These mortgages are secured by the lands held for development and the 
revenue-producing properties and have a weighted average year-end rate 
of interest of 10.12. 


Principal repayments are due as follows: 


Year ending June 30, 1979 $ 286,017 
1980 178,704 
1981 199,682 
1982 223,200 
1983 201,240 
Subsequent to June 30, 1983 610,052 


$1,698,895 


Notes payable: 


Unsecured note payable, interest at 10%, due on demand S$ 54,000 
Secured note payable, interest at 8%, principal repayable 
$100,000. annually commencing January, 1979 


500 , 000 


$554,000 


These notes are payable by Selkirk Securities Limited which is a 5/7Z%-owned 
subsidiary. 200,000 common shares of Comtech Group International Limited 
have been pledged as collateral security for the note payable in the amount 
of $500,000. The company has agreed to an assignment of the note and the 
security to a third party as security for a debt owing by the note holder. 
Further provisions of this agreement are as follows: 


(i) The company has guaranteed the debt of the note holder to the lesser 
of $300,000. or the amount realizable on the securities; 

(ii) For every $100,000. of principal repayment. .of the note, 25,000 
Comtech shares will be released from the collateral security; 

(iii) Under the terms of the loan from the third party, the note holder 


is required to take such steps and/or pay such monies as additional 
security for the loan, under circumstances where the third party 
might be in a position to sell the collateral security; 

(iv) The note holder has granted to Selkirk, as consideration for the 
guarantee, an option to purchase 100,000 Class A shares of York 
Centre Corporation at 75¢ per share. This option is exercisable 
only in the event that the note holder defaults in his commitment 
to protect the collateral security and Selkirk takes the prescribed 
measures to prevent the securities from being sold. 


Total interest paid during the year on debt incurred for a period of greater 
than one year amounted to $109,958. 


10. 


A ae 


Capital stock: 


Reservations of capital stock: 


22,427 Class "A" shares and 22,425 common shares are reserved for issuance 
pursuant to an agreement with Gill Construction Limited dated February 20, 
1963, under which a part of the semi-annual blended principal and interest 
payments on a 64% debt payable to Gill Construction Limited of $297,284 

at that date were to be used by it to subscribe for a total of 29,258 

Class "A" shares and 29,256 common shares for an aggregate value of $297,298. 
To June 30, 1978, 6,831 Class "A" shares and 6,831 common shares have been 
issued. No shares have been issued pursuant to the agreement since September 
30, 1966, the last share allotment date following the date of the last 
principal repayment. Had all principal and interest payments been made 

to June 30, 1978 and the terms of the subscription agreement met, all of 

the reserved shares would have been issued to date for a total consideration 
O£+S740536 1. 


Should the company be successful in the action described in note ll, such 
reservation of capital stock will not be required. 


Prior period adjustments: 


The retroactive adjustment of the accounts of prior years, as described 

in the statement of retained earnings, has resulted in an increase to the 
balance of retained earnings at December 31, 1977 in the amount of $44,007., 
of which $41,874. pertains to the period prior to 1977. 


Contingent liability: 


The company has annually reported a contingent liability in respect of a 
note payable which it issued in 1961. The balance of the note of $245,790, 
after the last payment which was made in 1966, is not reflected in the 
financial statements, as management is confident of success on a counter 
claim which has been issued for an amount exceeding the note balance plus 
accrued interest thereon. 


Equity in earnings of other companies: > 


(a) Equity in earnings of companies over which the corporation 


exercises significant influence ; $72 ,856 
Less: operating expenses related directly thereto 36,248 


36,608 


(b) Proportionate share of earnings of corporate joint 
venture as follows: 


Net income from real estate sales | 66,817 
Rental and sundry income E33 272 
80 ,089 


Expenses and income taxes 17,168 


G2, 024 


$99,529 


13. Remuneration of directors and senior officers: 


Directors’ fees of $5,875. were paid to the directors of the corporation during 
the six months ended June 30, 1978 (1977 - $6,625.) The aggregate 
remuneration paid or payable to senior officers of the corporation, which includ- 
ed directors, for the six months ended June 30, 1978 was $50,708. of 

which $40,633. was paid during the year to directors and senior officers 

of the corporation by the wholly-owned subsidiary, Cardiff Construction 

Co. Limited. As required by the Business Corporations Act, the aggregate 
remuneration paid or payable to the directors and senior officers includes 

the five highest paid employees. 


14. Anti-Inflation act: 
A subsidiary of the company is subject to restraint of profit margins, 
prices and compensation under the terms of the Anti-Inflation Act and 
Regulations. In addition, the company is subject to certain dividend 
restrictions under the Act. 


15. Comparative figures: 


Certain 1977 figures have been reclassified in order to conform to the 
financial statement presentation of the current year. 


(i) 


(iii) 


(iv) 


(v) 


YORK CENTRE CORPORATION 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Basis of accounting for investments: 


(a) The company consolidates the accounts of subsidiaries (owned more 
than 50%). The results of operations of subsidiaries acquired during 
the period are included from their dates of acquisition. 

(b) For investees over whose operations the company has the ability to 
exert significant influence, the equity accounting method is used. 
Under this method, the company's share of the net income of these 
investees is included in the consolidated statement of income. 


Land held for development: 


The company follows the policy of capitalizing land servicing costs, 
direct carrying costs such as interest, realty taxes, and other related 
costs and that portion of general and administrative expenses considered 
applicable, as part of the cost of land held for development. 


Construction in progress and income recognition: 


For construction contracts where the company's profit is determined as a 
percentage of costs, the company has adopted the policy of accruing 
profit as costs are incurred. The carrying amount of construction in 
progress includes these costs and related profit until such time as 
billing is rendered. 


Depreciation: 


Depreciation of revenue-producing buildings is recorded on the sinking 
fund method under which the cost of the buildings will be amortized 
over their estimated useful lives of 40 years, in a series of annual 
charges increasing at a rate of 5% compounded annually. 


Depreciation of automobiles and equipment is recorded at maximum 
rates allowed for income tax purposes. 


Income taxes: 


The company uses the tax allocation method of accounting for income 

taxes. Under this method, the company claims for income tax purposes 
certain costs that are capitalized or deferred in the accounts, capital 
cost allowances in excess of depreciation recorded in the accounts and 
also defers the recognition of accrued profits on construction-in-process. 
Accordingly, income taxes otherwise currently payable are deferred to 
future years. No provision is made for that portion of the company's 
income consisting of earnings of companies for which the company uses 

the equity accounting method. 


YORK CENTRE CORPORATION 
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